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| ntroduction
ThisManual appliesto mergers where a Washington State-chartered credit union (Washington
credit union) isthe survivor in the merger. That is, this Manua applies where:
A Washington credit union is merging into another Washington credit union; or
A federal, out-of-state or foreign credit union is merging into a Washington credit union,
and the Washington credit union is the survivor.

The surviving credit union in amerger is often referred to as the continuing credit union, and the
credit union that does not continue is often referred to as the disappearing or merging credit
union.

Please be aware: if the disappearing credit union is afederal, foreign or out-of-state credit union,
other requirements or restrictions may apply.

Fiduciary duties of boards

The board of directors of each credit union contemplating a merger should carefully consider all
material aspects of the merger, including both the positive and negative effects that the merger
could have on the members of the credit union. Before the merger is completed, the boards should
assure themselves that their credit union has done adequate due diligence regarding the other credit
union. Two-thirds of the members of the board of a Washington credit union involved in amerger
must approve the plan of merger.

M erger agreement

The credit unions should reach an understanding asto all materia aspects of the merger. Typicaly,
the two credit unions will enter into amerger agreement. Credit unions should consult counsel
before entering into amerger agreement. We discourage credit unions from using the NCUA
Merger Agreement (NCUA form 6304) for this purpose because, by its terms, the form should not
be signed until the merger has been completed. However, credit unions will need to submit a
completed 6304 as part of the application process.

Major stepsto a merger

The major stepsto merge credit unions are as follows (not necessarily in this exact order):
The boards adopt a plan of merger
The continuing credit union determines whether filing under the federal Hart-Scott-Rodino Act
(HSRA) is necessary




The continuing credit union applies to, and obtains approval from, the Division of Credit
Unions for the merger proposa

The continuing credit union applies to, and obtains approva from, Region VI of the NCUA
(Region V1) for the merger proposd

The credit unions notify their bonding companies of the merger proposal

The credit unions obtain member approval for the merger proposal

The continuing credit union files pre-merger notification with the Federal Trade Commission, if
the merger is subject to the HSRA

The credit unionsfile Articles of Merger with the Division which, in turn, files them with the
Secretary of State, giving effect to the merger

The credit unions sign and submit the Merger Agreement (NCUA form 6304) to DCU and
Region VI

The credit unions submit final reportsto DCU and Region VI

The NCUA cancels the charter of the disappearing credit union, if federally-chartered

Applicable Washington and federal statutesand rules

Washington. Credit unions intending to merge must comply with:
RCW 31.12.461, if both credit unions are Washington credit unions; or
RCW 31.12.467, if afederal, out-of-state or foreign credit union is merging into a
Washington credit union, and the Washington credit union is the survivor.

Federal — FCUA. The credit unions must also comply with NCUA rulesat 12 C.F.R. 741.208 and
12 C.F.R. Part 708b, Subpart A.

Federal — HSRA. In addition, the merger may be subject to the federa Hart-Scott-Rodino Act
(HSRA). The HSRA requires credit unions to file a pre-merger notification and pay a substantial
filing fee (upwards of $45,000) with the Federal Trade Commission at least 30 days prior to the
merger. The purpose of the filing is to give the FTC an opportunity to review the proposed
merger to determineif it would violate federal antitrust laws.

The credit unions bear the responsibility to determine whether or not filing under the HSRA is
required.

We will assume the HSRA appliesif:
1. The disappearing credit union has more than $200 million in assets; or

2. a Thedisappearing credit union has at least $50 million in assets; and
b. The continuing credit union has at least $100 million in assets (before the merger).

Asset figures should be based on the most recent month-end bal ance sheets of the credit unions.

If either of these circumstances exist, or if we notify you that we have other reasons to believe that
the merger is subject to the HSRA:



We will assume the Act applies, unless the continuing credit union provides alegal opinion
that it does not; and

If the credit union does not provide such an opinion, the credit union must provide written
representation that it has complied with the HSRA and provide the date that the waiting
period under the HSRA expires.

The Articles of Merger will not be filed and the merger will not be legally effective until any
applicable HSRA waiting period has expired.

Submitting merger application to Division and NCUA

After the boards have approved the plan of merger, the continuing credit union may submit a
merger application to the Division. The merger application should include the items and
information listed in the attached Merger Application Checklist.

The merger application should be sent to the NCUA at the sametimeit is sent to the Division.

For a credit union to obtain approval from the Division or NCUA, an on-site examination may be
required by the Division or the NCUA. Therefore, credit unions should alow at least 60 days after
filing the merger application to obtain Division and NCUA approvals. Moretime may be needed if
an examination requires corrective actions prior to the merger.

The Division will bein contact with the NCUA. If an examination is required, the Division will
call the credit union contact person.

Merger forms
NCUA has acomprehensive Credit Union Merger Manua that is very helpful in planning the work

needed to complete a merger in atimely manner. The Manual includes necessary forms. However,
please be aware that most of the substantive and procedural requirementsin the Manual do not
apply where a state-chartered credit union is the continuing credit union.

Credit unions may order the Manua by calling or writing to:

Region VI

National Credit Union Administration
2300 Clayton Road, Suite 1350
Concord, CA 94520

(925) 363-6200

The Manual is aso available on the NCUA website at www.ncua.gov under Reference Information
and CU Merger Manual.



The Division will accept NCUA merger forms, assuming they are completed/tailored appropriately
to reflect that the continuing credit union is state-chartered, etc. We have referenced NCUA form
numbers where applicable in the attached Checklist. If you wish to substantively revise the NCUA
forms, or create your own merger forms, you will need prior approva from the Division and
NCUA.

Approval of members

The disappearing credit union must receive member approval of the merger; the credit union may
take the merger proposal to a vote of members before or after receiving the Division’sand NCUA's
approva of the merger. Of course, if the proposal is taken to members before approval, the Notice
of Meeting must make it clear that the completion of the merger is contingent on receiving al
regulatory approvals.

A disappearing Washington credit union may take the merger proposal to members at aregular or
special meeting of members. Typically, the vote is taken at a special meeting. The credit unions
must comply with applicable statutory and bylaw provisionsin notifying members of the
meeting. For example, see RCW 31.12.195 concerning notice of special meetings. Members of
the credit union may vote by mail ballot, if permitted by the credit union’s bylaws. The merger
proposal must be approved by two-thirds of the members of the disappearing credit union who
vote on the proposal.

If the disappearing credit union is afederal, foreign or out-of-state credit union, other
requirements or restrictions may apply.

Completion of merger

When the credit unions have obtained written approvals from both the Division and the NCUA, and
the required approval from members, and al regulatory waiting periods have expired (such asthe
30 day pre-merger filing under the HSRA, if applicable), the merger may be completed. The
merger is completed on the date that the Division files the continuing credit union’s Articles of
Merger with the Secretary of State, or on a subsequent date indicated in the Articles but no later
than 90 days after the filing.

Division contact
For information on merger applications, please call or write to:

Doug Lacy-Roberts, Senior Examiner
Division of Credit Unions

Post Office Box 41200

Olympia, WA 98504-1200

(360) 902-0507



CREDIT UNION MERGER MANUAL

Merger Application Checklist — NCUA 6301 (slightly revised)

Except to the extent noted, the continuing credit union should submit each item to both the
Division and Region V1:

1.

0.

Cover letter, addressing:

- A detailed explanation of the reason for the merger.
One primary contact person at each credit union, with mailing address, e-mail address,
and phone number.
Designation of the continuing credit union and where its main office will be located after
the merger.
The continuing credit union’s plans for the disappearing credit union’s office(s).
Which board members (if any) will be added to the continuing credit union’s board?
What employment arrangements (if any) will be provided to employees of the
disappearing credit union office(s)?
Any capital rebate to members and the remaining net worth amount.
Explanation of any proposed share adjustment or justification for no share adjustment.
Explanation of any provisions for reserves, undivided earnings, or dividends.
Proposed effective date of the merger.
Explanation of any changes to insurance, such as life savings and insurance of member
accounts.

If the merger exceeds the HSRA thresholds, a legal opinion satisfactory to the Division that
the HSRA does not apply, or a copy of the Federad Trade Commission pre-merger
notification and a statement representing the date that the waiting period under the HSRA
expires.

If the disappearing credit union is federally chartered, a copy of itslatest examination report
Copy of notice to the bonding company as to the proposed merger.

Copy of the required notice to creditors, and any provision for paying creditors outside the
normal course of business.

Current financial statements for each credit union.

Current delinquent loan summary for each credit union.

Current analysis of the adequacy of the Allowance for Loan and Lease Losses for each credit
union.

Combined Statement of Financial Condition.

10. An affidavit from the newspaper or certification that creditors were provided notice for three

consecutive weeks as required by RCW 31.12.461(3).

11. Copies of the field of membership of each credit union.
12. DCU forms WCU 4 and WCU 4a, resolution of the board of directors of each credit union.
13. NCUA form 6311, Probable Asset/Share Ratio Computation Form for the continuing



14.

15.

16.
17.
18.
19.
20.
21.
22.

credit union.
NCUA form 6312, Probable Asset/Share Ratio Computation Form for the disappearing credit
union.
NCUA form 6305A, Notice of Specia Meeting of the Members on Proposal to Merge.
Credit unions must be careful to adequately disclose al relevant aspects of the merger. For
example, if the continuing credit union has agreed to an employment or consulting agreement
for the manager of the disappearing credit union, the relevant details of the agreement should be
disclosed.
NCUA form 6306A, Ballot for Merger Proposal.
NCUA form 6308A, Certification of Vote on Merger Proposal.
NCUA form 6304, Merger Agreement.
DCU form, Articles of Merger.
NCUA form 6309, Certification of Completion of Merger.
Copy of notice to the bonding company of the effective date of the merger.
To the Division only, for filing the Articles of Merger with the Washington Secretary of State,
the continuing credit union’s check payable to the Secretary of State:

In the amount of $60, if the merger involves two state chartered credit unions;

In the amount of $40, if the merger involves one state and one federal charter credit union.



I nstructions for NCUA 6305A (revised for state chartered credit
unions): If the merging credit union is a Washington state
chartered credit union, then not nore than 30 nor |ess than 20
days before the date of the vote, the nmerging credit union nust
provide its nmenbers (a) advance notice of a special neeting to
vote on a proposed nerger and (b) a copy of the nerger ballot.
The nerging credit union should conduct the nmenbership vote only
after the Division of Credit Unions approves the proposed nerger.

If the nmerging credit union is a federally chartered credit
union, then different instructions may apply.

*x * * % %

Noti ce of Special Meeting of the Menbers on
Proposal to Merge

Credit Union

(Merging)

You are encouraged to attend a special meeting of your credit union at

on

(address)

,20 _,at ___ o'clock ___.m. Themeeting hastwo purposes:

1. To consder and act upon a proposal to merge our credit union with
Credit Union, the continuing credit union.
Our credit union will transfer all its assets and liabilities to the continuing credit
union. Asa member of our credit union, you will become a member of the continuing
credit union. On the effective date of the merger, you will receive shares in the
continuing credit union for the sharesyou own now in our credit union.

2. Toapprovethe action of the Board of Directors of our credit union in authorizing the
officers of the credit union, subject to member approval, to carry out the proposed
merger.

The directors of the participating credit unions car efully analyzed the assets and liabilities of
the participating credit unions and appraised each credit union’s share values. The appraisal
of the share values appears on the attached individual and consolidated financial statements
of the participating credit unions.

6305A (Page 1 of 2) (4/01)



The directors of the participating credit unions have concluded that the proposed merger is
desirablefor thefollowing reasons:

The Board of Directors of our credit union believes that the merger should include/not
include an adjustment in sharesfor the following reasons:

Themain office of the continuing credit union will be asfollows:

The branch office(s) of the continuing credit union will be asfollows:

The merger must havethe approval of a majority of membersof the credit union who vote on
the proposal.

Enclosed with this Notice of Special Meeting is a Ballot for Merger Proposal. If you cannot
attend the meeting, please complete the ballot and return it to the credit union office at
by no later than
, 20__. To be counted, your ballot must reach us by the date and time
announced for the meeting.

BY ORDER OF THE BOARD OF DIRECTORS:

Board Presiding Officer Date

6305A (Page 2 of 2) (4/01)



I nstructions for NCUA 6306A (revised for state chartered credit
unions): If the merging credit union is a Washington state
chartered credit union, then not nore than 30 nor |ess than 20
days before the date of the vote, the nmerging credit union nust
provide its nmenbers(a) advance notice of a special neeting to
vote on a proposed nerger and (b) a copy of the nerger ballot.
The nerging credit union should conduct the nmenbership vote only
after the Division of Credit Unions approves the proposed nerger.

If the nmerging credit union is a federally chartered credit
union, then different instructions may apply.

*x * * % %

Ballot for Merger Proposal

Name of Member: Account Number:

Your credit union must receive this ballot by (date for vote). Please
mail or bringit to:

(Insert credit union address)

| have read the Notice of Specia Meeting for the membes of
Credit Union. The meeting will be held on the
above date to consider and act upon the merger proposal described in the notice. | vote on
the proposal asfollows (check one box):

[ ] Approvetheproposed merger and authorizethe Board of Directors
to take all necessary action to accomplish the merger.

[ ] Donot approvethe proposed merger.

Signed:

Member’s Name

Date:

NCUA 6306A (4/01)
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Instructions for NCUA 6308A (revised for state chartered credit unions): If the merging credit
union is a Washington State chartered credit union then within 10 days after the membership vote,
the merging credit union must complete this form and malil it to the Division of Credit Unions.

* k k * %

Certification of VVote on Merger Proposal of the

Credit Union
(Merging)
We, the undersigned officers of the Credit Union, certify that our
Board of Directors completed the following actions:
1. At a meeting on , 20, adopted a resolution approving the merger
of our credit union with Credit Union (continuing credit

union).

2. Not morethan 30 nor lessthan 20 days befor e the date of the vote, delivered in person
or mailed to every member of our credit union (a) a copy of the Notice of Special
Meeting of the Members and Ballot for Merger Proposal, as approved by the Division
of Credit Unions, and (b) a copy of the merger plan announced in the Notice.

3. Conducted a special meeting of the members of our credit union at the time and place
announced in the Notice to consider and act upon the proposed merger.

4. At the special meeting, explained the merger proposal and any changes in federally
insured statusto the member s present.

5. Conducted the membership vote at the special meeting. A majority of the voting
member s of our credit union voted in favor of the merger asfollows:

Number of members present at the special meeting

Number of members present who voted in favor of the merger

Number of members present who voted against the merger

Number of additional written ballotsin favor of the merger

Number of additional written ballots opposed to the merger

6. Recorded in the meeting minutesthe action of the membersat the special meeting.

Thiscertification signed the day of , 20

Board Presiding Officer Secretary
NCUA 6308A (4/01)
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Instructions for NCUA 6309: Within 30 days after the effective date of the merger, the continuing
credit union must complete this form and mail it to the NCUA regional director with the documents
requested on the form. Additionally, a copy must be sent to the Division of Credit Unions.

* k k * %

Certification of Completion of Merger into
Credit Union

(Continuing)

We, the undersigned officers of the above-named credit union, certify to the National Credit
Union Administration asfollows:

1.

Themerger of our credit union with Credit Union
was completed as of , 20 (date of the executed merger agreement)
according to the terms and plan approved by this Board of Directors by a resolution
adopted at the meeting held on , 20 . We previoudy provided a

certified copy of theresolution to the National Credit Union Administration.

We completed all required steps for the merger and transferred the merging credit
union’s assets.

Attached to this certification arethe following documents:

1.

oA~ w

Financial reports for each credit union immediately before the completion of the
merger.

A consolidated financial report for the continuing credit union immediately after the
completion of the merger.

Thecharter of the merging federal credit union (if available).

Theinsurance certificate for the merging federally insured credit union (if available).
A copy of the executed merger agreement, Form NCUA 6304.

Thiscertification signed the day of , 20

Board Presiding Officer Treasurer

NCUA 6309 (4/01)
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Ingtructions for NCUA 6304: At the completion of the merger, officials of the merging and
continuing credit unions must compl ete this agreement, have it notarized, and the continuing credit
union should retain the origina document. Send one copy of the executed form to the NCUA
Regional Director, and one copy to the Division of Credit Unions. The date you sign this document
isthe effective date of the merger.

* k k * %

Merger Agreement

Thi s agreenent, nmade and entered into this day of

, 20__, by and between

Credit Union (continuing credit union) and

Credit Union (nmerging credit union).

The continuing credit union and the nmerging credit union agree to
the follow ng terns:

1. The nmerging credit union will transfer to the continuing

credit union all of its assets, rights, and property.

. The continuing credit union will assune and pay al
[itabilities of the nmerging credit union. 1In addition, the
continuing credit union will issue all nmenbers of the

merging credit union the sane anount of shares they
currently owm in the nerging credit union, subject to the
foll ow ng share adjustnents (if any):

(continuing) Credit Union

by:

Board Presiding Oficer Tr easur er

(merging) Credit Union

by:

Board Presiding Oficer Tr easurer

NCUA 6304 (Page 1 of 2) (4/01)
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St at e of

County of
Before me a Notary Public (or other authorized officer) appeared
t he above naned and

, Board Presiding Oficer and Treasurer
of Credit Union, who being

personal ly known to ne as (or proved by the oath of credible

Wi tnesses to be) the persons who executed the annexed i nstrunent
acknowl edged the sane to be their free act and deed and in their
respective capacities the free act and deed of said credit union.

( SEAL)

Not ary Public
My conmmi ssi on expires , 20_

St at e of

County of

Before me a Notary Public (or other authorized officer) appeared
t he above naned and

, Board Presiding Oficer and Treasurer
of Credi t Uni on,

who being personally known to me as (or proved by the oath of
credi ble witnesses to be) the persons who executed the annexed

i nstrument acknow edged the sane to be their free act and deed
and in their respective capacities the free act and deed of said
credit union.

( SEAL)

Notary Public
My comm ssi on expires , 20

St at e of

County of

NCUA 6304 (Page 2 of 2) (4/01)
14



Instructions for NCUA Forms 6311 and 6312: These probable asset/share ratio computations are
required for a complete merger package. To help you with the share analysis, you can download
the spreadsheets from our web site at www.ncua.gov/reference information/CU Merger Manual or
use the form listed below.

Probable Asset/Share Ratio Computation Instructions

The Probable Asset/Share Ratio (PAS) reflects the relative worth of $1 of sharesin the credit
union, assuming it will be an on-going concern. The ratio is computed by dividing the net
value of assets by the credit union’stotal shares.

ADDITIONS:

Cash isvalued at book lessany known potential losses.

Loansarevalued at book less classified loans.

Investments are valued at book value less any known losses. However, if a long-term
investment islikely to beliquidated prior to maturity, it isvalued at current market value.

Fixed Assets are valued at book, except when major fixed assetsare not in use or arein the
process of being sold. In theseinstances, the asset isvalued at its probable market value.

Other Assets are valued at the most realistic value to the credit union, usually not to exceed
book value.

DEDUCTIONS:

Notes Payable arevalued at book.
Accounts Payable are valued at book.
Other Liabilitiesarevalued at book.

Contingent and/or Unrecorded Liabilities are valued at the most realistic known value. This
item should include any unrecor ded dividends not accrued for the accounting period.

Subsidiary Ledger Differences are deducted if the credit union islikely to suffer alossdueto
the problem.

Other Lossesincludes any other known losses. Do not include deficits in undivided earnings
or net losses because they have already reduced assetsif properly recorded.

15



PROBABLE ASSET/SHARE RATIO

ADDITIONS:

Cash

Loans
Investments
Fixed Assets
Other Assets

Total (A)

DEDUCTIONS:

Notes Payable

Accounts Payable

Other Recorded Liabilities

Contingent and/or Unrecorded Liabilities

Subsidiary Ledger Differences (Losses)
Other Losses

Total (B)

Net Value of Assets (A-B)
Total Shares

Probable Asset/Share Ratio

Book Value

Market Value

16




DCU FORM WCU 3a
CERTI FI CATE OF FI NANCI AL STATEMENTS

(merging credit union)

(as of date)
STATE OF WASHI NGTON

)
)
) ss
)

COUNTY OF )

We, the undersigned, each for thenselves, do hereby certify
t hat :

1. The attached financial statenents are a true statenent of the
condition of the credit union naned;

2. All the assets and liabilities are shown under their proper
desi gnati on

Said credit union has no liabilities of any character, disclosed
or undi scl osed, not shown on this statenent;

DATED , 20

PRESI DENT/ CEO and/ or BOARD CHAI R

WCU 3a

17



DCU FORM WCU 3b
CERTI FI CATE OF FI NANCI AL STATEMENTS

(continuing credit union)

(as of date)

STATE OF WASHI NGTON )

)
) ss
)

COUNTY OF )

t hat :

We, the undersigned, each for thenselves, do hereby certify

1. The attached financial statenents are a true statement of the
condition of the credit union naned; and,

2. Al

the assets and liabilities are shown under their proper

desi gnation

DATED , 20

PRESI

WCU 3b

DENT and/ or BOARD CHAI R

18



DCU Form WCU 4

Merger Resolution

Credit Union

(Continuing)

Resolution

The Board of Directors of the above-named credit union (Continuing Credit Union) believes that
the Continuing Credit Union should merge with

Credit Union (Merging Credit Union). The Continuing Credit
Union will assume the Merging Credit Union’s shares and liabilities. The Merging Credit Union
will transfer to the Continuing Credit Union al of its assets, rights, and property. All members
of the Merging Credit Union will receive shares or deposits (as appropriate) in the Continuing
Credit Union, which will stay in business under its present charter.

The Board Presiding Officer and Secretary of the Continuing Credit Union are authorized to:
- Beek approval of the merger by the Division of Credit Unions (DCU) and the National
Credit Union Administration (NCUA).
Execute and deliver the merger agreement.
Execute all agreements and other papers required to complete the merger.

Certification

We certify to the DCU and the National Credit Union Administration that the foregoing isafull,
true, and correct copy of aresolution adopted by the Board of Directors of the Continuing Credit
Union at a meeting duly held under our bylaws on

, 20 . A guorum was present and voted. The resolution isduly
recorded in the minutes of the meeting and is still in full force and effect.

Board Presiding Officer Date

Secretary Date

19



DCU Form WCU 4a

Merger Resolution

Credit Union

(Merging)

Resolution

The Board of Directors of the above-named credit union (Merging Credit Union) believes that
the Merging Credit Union should merge with

Credit Union (Continuing Credit Union). The Continuing Credit
Union will assume the Merging Credit Union’s shares and liabilities. The Merging Credit Union
will transfer to the Continuing Credit Union al of its assets, rights, and property. All members
of the Merging Credit Union will receive shares or deposits (as appropriate) in the Continuing
Credit Union, which will stay in business under its present charter.

The Board Presiding Officer and Secretary of the Merging Credit Union are authorized to:
- Beek approval of the merger by the Division of Credit Unions (DCU) and the National
Credit Union Administration (NCUA).
Execute and deliver the merger agreement.
Execute all agreements and other papers required to complete the merger.

Certification

We certify to the DCU and the National Credit Union Administration that the foregoing isafull,
true, and correct copy of aresolution adopted by the Board of Directors of the Merging Credit
Union at a meeting duly held under our bylaws on

, 20 . A quorum was present and voted. The resolution isduly
recorded in the minutes of the meeting and is still in full force and effect.

Board Presiding Officer Date

Secretary Date
20



Articles of Merger

of a State or Federal Credit Union

into a Washington State-chartered Credit Union

Submit original and one copy.
UBI # of Merging Credit Union (if applicable) Fee: $60

Phone # of Merging Credit Union

To Credit Unions: Please type or print in black ink.

To Secretary of State: If item 2A below is checked, please renove
the Merging Credit Union fromthe active list and place it on the
i nactive |ist.

1. These Articles of Merger concern the nmerger of
(Merging Credit Union) into

(Continuing Credit Union).

2. The Merging Credit Union is [check one]:
A. Qperating under Chapter 31.12 RCW

B. Operating under the Federal Credit Union Act; or

C. Operating under the |law of the State of

3. The Continuing Credit Union is operating under Chapter 31.12
RCWand its UBI nunber is:

21



4. The boards of directors and nenbers of the Merging Credit
Uni on and Continuing Credit Union have given all required
approvals of the nerger, in accordance with applicable | aw.

5. The nerger has received all necessary regul atory approval s and
all applicable regulatory waiting periods have expired.

Articles of Merger of Credit Unions
Page Two

6. The nerger will be effective [check one]:

A. As of the close of business on the date this Articles

of Merger docunent is filed with the Secretary of State; or

________ B. At the tinme and on the date specified below, which in
no event is nore than 90 days after the date this Articles of
Merger docunent is filed with the Secretary of State:

7. If item 2A above is checked, the Merging Credit Union requests
that the Secretary of State renove the Merging Credit Union from
the list of active corporations and place it on the inactive
list, as of the effective date of the nerger.

8. Each of the undersigned Oficers hereby represents to the best
of his or her know edge that this docunent is true and correct.

Signature of Merging Credit Union Oficer, Title Dat e

Signature of Continuing Credit Union Oficer, Title Dat e

*k*kk k%

Approved for filing:

22



Assistant Director, Division of Credit Unions
Department of Financial Institutions

Date

23



DCU BULLETI N

Division of Credit Unions

Washi ngton State Departnent of Financial Institutions
Phone: (360) 902-8718 FAX: (360) 902-8800

August 17, 1998 No. B-98-13

Effective Date of Credit Union Mergers

Overview

If the surviving credit union in a nerger is a Washi ngton St at e-
chartered credit union, when does the nerger becone |legally
effective? The Washington State Credit Union Act (Credit Union
Act) is unclear on this point.

The effective date can inpact whether another Division assessnent
is due and other significant matters. W believe that there
woul d be value in providing nore certainty for credit unions on
the effective date of nergers.

Analysis

The Credit Union Act addresses certain aspects of nergers. RCW
31.12.461, .464(4), 467(3). However, the CU Act does not specify
when a credit union nerger becones effective.

The NCUA form Merger Agreenent (NCUA 6304) - that nost credit

uni ons use - provides that the nerger will be effective on the
date entered on the first line of the Agreenent. The
instructions on the second page of the formdirect credit unions
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not to fill in the date or sign the Agreenent until the nerger is
conpl et ed.

In analyzing this issue, we reviewed the parallel provisions
under the Washi ngton Busi ness Corporation Act. The Business
Cor poration Act provides that a nmerger becones effective when
articles of nmerger are filed with the Washi ngton Secretary of
State, or at a later date as specified in the articles (not to
exceed 90 days). RCW23B.11.050, 23B.01.230. The rationale
appears to be that the nerger takes effect on the date provided
in the public record maintained by the Secretary of State. In
the credit union context, credit unions do not file articles of
merger, but do file the signed nerger agreenment with the
Secretary of State (through the Division).

Conclusion

In the absence of direction in the Credit Union Act, the Division
has determ ned to adopt the rationale of the Business Corporation
Act - that nmergers becone effective as provided in the public
record maintained by the Secretary of State. Accordingly, credit
union nmergers will becone legally effective on the date the
Division files the nmerger agreenent with the Secretary of State,
or a later date as specified in the agreenent itself (not to
exceed 90 days).

Coordination with the Division

The credit union submtting the nerger agreenent to the D vision
shoul d contact the Division prior to subm ssion to coordinate the
date inserted by the credit union in the first line of the
agreenent. The date should be the future date that the nerging
credit unions want the nerger to take |legal effect - either the
date the Division will file the nerger agreenent with the
Secretary of State, or a later date (not to exceed 90 days). The
credit union should make sure that the nmerger agreenent is
received by the Division at |east 5 business days before the date
that the Division intends to file the agreenent with the
Secretary of State.

Merger of books

We have observed that in many cases the books of the credit
unions are nerged before the credit unions have submtted their
signed nerger agreenent to the Division for filing with the
Secretary of State. In the future, credit unions may nerge their
books no sooner than the | egal effective date of the nerger.
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NOTICE TO CREDITORS
NOTICE OF MERGER FOR
ABC CREDIT UNION

ABC Credit Union is merging into XYZ
Credit Union. Any creditor of ABC Credit
Union must notify XYZ Credit Union of its
claim. Notice shall be in writing and shall
state the name and address of the creditor,

the amount of the claim, and the circumstances
under which the claim arose. The notice shall
be sent to the following address:

XYZ Credit Union

123 Center Street

Bellingham, Washington 99000
Any claim not so made within 30 days of the last
dateofpublinﬁounfﬂlismﬁumybebmed
and the debt extinguished under R. C. W. 31.12.695.

Dated this day of 19
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